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The	 first	 one	 is	 that	 economic	 growth	–defined	as	 two	 consecutive	quarters	of	
expanding	GDP-	was	achieved	in	Q3	and	Q4	in	2009.	However,	the	second	one		-
households’	equity	 in	 their	homes-	showed	that	 the	households’	 financial	crisis	
lasted	 from	Q3	 2006	 to	 Q2	 2016.	 	 The	 net	worth	 level	 –the	 owners’	 equity	 in	
their	homes-	reached	a	peak	in	Q3	2006	with	a	level	of	$14.260	trillion.	Between	
Q3	2006	and	Q1	2012	households	 lost	 collectively	 $6.048	 trillion	 in	net	worth	





The	 unemployment	 levels	 in	 the	 U.S.	 show	 a	 similar	 pattern	 as	 the	 home	 net	
worth	picture.	In	October	2006	the	unemployment	level	measured	6.727	million	




The	 savings	 losses	and	gains	made	 	 -reflected	 in	 the	 collective	households’	net	
worth	in	homes-	show	that	overcoming	a	financial	crisis	is	not	a	short	term	but	a	















of	 their	 equity	 embedded	 in	 their	 homes.	 The	 quicker	 such	 system	 can	 be	

















The	main	reason	 for	 this	 is	 that	an	 individual	homebuyer	has	no	power	 in	 this	
process	 apart	 from	 accepting	 what	 is	 on	 offer	 from	 the	 financial	 sector.		
Borrowers	did	not	invent	a	below	market	interest	rate	or	100%	mortgage	loans;	
borrowers	 did	 not	 invent	 subprime	 mortgages	 or	 their	 securitization.	 Some	







period	 is	 based	 on	 the	 Federal	 Reserve	 of	 St.	 Louis	 statistical	 series	 of				
Households	Owner’s	Equity	in	Real	Estate	Level.1	
	




ties	 in	 closely	 with	 the	 level	 of	 foreclosures	 over	 the	 same	 period.	 Statista	
collects	the	U.S.	foreclosure	details.		
	
What	 is	 striking	 is	 that	 between	 2008	 and	 2020	 the	 money	 amount	 of	 home	
mortgages	outstanding	has	not	changed.	In	Q4	2007	the	level	of	home	mortgages	
reached	a	high	of	$10.6	trillion	and	by	Q4	2019	it	was	at	a	level	of	$10.6	trillion	
again.	 In	 the	 period	 from	 2007-2019,	 the	 level	 of	 $10.6	 trillion	 was	 not	
exceeded.3		What	happened	over	the	period	2007-2020	to	home	equity,	to	house	





trillion,	 representing	 a	 savings	 loss	 of	 $6.048	 trillion	or	42.4%	of	 the	Q3	2006	
level.	By	Q2	2016	the	equity	level	became	slightly	higher	than	the	Q3	2006	level	











trillion	 over	 the	 years	 2012-2019.	 What	 is	 very	 clear	 is	 that	 households	
collectively	did	not	borrow	more	over	the	period	2007-2020.	They	saved	more	in		
two	 ways:	 the	 most	 important	 way	 was	 by	 servicing	 their	 outstanding	 home	
mortgage	 loans	 on	 time	 and	 secondly	 by	 benefitting	 from	average	 house	 price	
increases	of	8.1%	over	the	period	Q4	2015	to	Q1	2020.	
	
For	 U.S.	 households,	 their	 financial	 crises	 did	 not	 stop	 when	 two	 quarters	 of	
economic	growth	were	recorded	in	the	U.S.	economy.	The	latter	happened	in	Q3	










The	current	 crisis	has	been	caused,	not	by	 the	 financial	 sector,	but	by	a	health	
related	issue:	the	Corona	Virus	Pandemic.	The	effects	have	already	had	and	will	
have	a	devastating	impact	on	employment	 levels	and	thereby	on	income	levels.	
Households	 will	 be	 hit	 hard.	 There	 is	 a	 great	 likelihood	 that	 a	 new	 home	
mortgage	 crisis	will	 reappear,	 just	when	 the	 home	 equity	 level	 had	 reached	 a	
peak.	
	






$7.037	 trillion. 5 	The	 Fed’s	 two	 main	 items	 on	 its	 balance	 sheet	 are	 U.S.	
government	 securities	 to	 the	 extent	 of	 $3.7	 trillion	 and	 mortgage	 backed	
securities	 issued	 by	 the	 three	 government	 sponsored	 financial	 institutions	
Fannie	Mae,	Freddy	Mac	and	Ginny	Mae	to	the	extent	of	$1.6	trillion.	
	
By	 April	 2010,	 during	 the	 last	 crisis,	 the	 maximum	 number	 of	 unemployed	
reached	 15.325	million	 individuals.	 As	 of	 the	 29th	May	 2020,	 over	 40	million	
workers	 had	 registered	 for	 unemployment	 insurance	 benefits;	 just	 in	 the	
previous	nine	weeks!	The	actual	number	of	recipients	of	unemployment	benefits	
was	 around	 21	 million	 at	 the	 same	 date.	 This	 magnitude	 alone	 should	 send	









part	 or	 most	 of	 their	 income?	 According	 to	 the	 Fed6 ,	 39%	 of	 the	 newly	
unemployed	were	within	the	annual	income	brackets	of	up	to	$40,000.		
	





On	May	15th,	2020,	 the	U.S.	House	 of	Representatives	 did	 approve	 a	 $3	 trillion	
Heroes	 Act,	 which	 looks	 likely	 to	 be	 passed	 by	 the	 Senate	 and	 signed	 by	 the	











A	 normal	 mortgage	 is	 both	 a	 borrowing	 and	 a	 savings	 instrument.	 A	 normal	
mortgage	pays	the	interest	due,	but	it	also	gradually	reduces	the	debt	level	over	
time.	 The	 mortgagee	 creates	 a	 savings	 element	 in	 their	 home.	 Mortgages	 are	
long-term	facilities.	In	the	U.S.	nearly	70%	of	all	mortgages	have	been	funded	by	
the	 three	 government-sponsored	 enterprises:	 Fannie	 Mae,	 Freddie	 Mac	 and	
Ginny	Mae.		
	
History	 from	 the	 2008	 financial	 crisis	 has	 shown	 how	 long	 it	 took	 before	
households	 collectively	 were	 in	 the	 same	 financial	 position	 as	 in	 Q3	 2006:	
practically	ten	years.		
	




The	 economic	 choices	made	 by	 the	 Fed	 and	 by	 the	 U.S.	 government	 have	 one	
element	in	common.		They	rely	on	either	money	printed	by	the	Fed	or	on	funding	
by	 the	 financial	markets.	 Both	 only	 fund	 debt	 titles.	 The	 drawback	 of	 the	 $10	
trillion	U.S.	 support	program	 is	 that	one	day	such	programs	need	 to	be	repaid,	
most	of	it	by	the	taxpayers.	This	may	be	spread	out	over	many	years	and	it	may	










stakeholders,	 including	 pension	 funds.	 Such	 taxes	 will	 reduce	 future	 demand	
levels.		
	
There	 is	 one	 choice	 that	 has	 not	 yet	 been	 considered:	 a	 program	 based	 on	
household’s	 equity	 in	 their	 own	 homes.	 As	 indicated	 in	 the	 above	 there	 is	 the	
option	of	using	some	of	the	$18.715	trillion	home	equity	to	stimulate	demand	in	









In	 a	 previous	 paper:	 “Tessa:	 a	 new	 economic	 tool”	 the	 concept	 of	 what	 Tessa	
stands	for	was	elaborated	upon.7	The	three	elements	of	a	Tessa	are	that	(1)	it	is	
an	 individual	household’s	bank	account	with	a	 special	purpose:	 the	purpose	of	
converting	some	of	the	savings	built	up	in	a	home	into	current	cash.	(2)	A	Tessa	
account	is	also	a	savings	account	to	“re-save”	the	equity	withdrawn	after	a	grace	
period	 and	 is	 based	 on	 saving	 28%	 of	 current	 income,	 whatever	 the	 level	 of	
income	is.	(3)	Tessa	is	equally	a	tool	of	macro	economic	management,	combining	
the	actions	of	individual	households	into	a	collective	action	plan	to	help	speed	up	









































6.	To	 enable	households	 to	 re-save	 in	 line	with	 the	 economic	 situation	a	 grace	
period	for	such	re-saving	needs	to	be	set.	The	Federal	Reserve	may	also	decide	to	














will	be	done	at	 a	 slower	pace,	when	 the	economy	 is	 still	 in	a	 recession	period.	
Only	 when	 the	 U.S	 economy	 is	 booming	 again,	 will	 the	 speed	 of	 re-saving	 be	
accelerated	 until	 the	 full	 amount	 of	 home	 equity	 that	 was	 provided	 has	 been	





the	 Tessa	 system	 be	 set	 at	 twice	 the	 median	 income	 level	 of	 $65,0008	i.e.	 at	
$130,000?		Should	there	be	regional	variations?	
	
11.The	 U.S.	 government	 may	 also	 need	 to	 decide	 to	 what	 extent	 it	 wants	 the	















12.	 The	 Tessa	 system	 allows	 the	 U.S.	 government	 to	 turn	 the	 tap	 off	 when	











The	 current	 quantitative	 easing	 (QE)	 exercises	 are	 either	 aimed	 to	 help	 fund	
government	 spending	 or	 aimed	 at	 taking	 over	 outstanding	 debt	 on	 home	
mortgages	funded	by	the	state	sponsored	mortgage	institutions.	Neither	of	these	
QE	 actions	 has	 an	 automatic	 repayment	 mechanism	 built	 in.	 Quantitative	
Tightening		(QT)	will	need	to	be	based	on	government	surpluses	in	future	years.	





One	 may	 conclude	 that	 there	 is	 a	 vast	 difference	 between	 using	 past	 savings	
levels	as	opposed	to	future	tax	increases.		Releasing	equity	from	homes	in	order	
to	 stimulate	 economic	 demand	 will	 do	 what	 the	 U.S.	 government	 is	 trying	 to	
achieve.	It	will	increase	demand	levels.	It	will	thereby	increase	job	opportunities.	
It	will	 improve	 the	profit	 levels	of	companies.	 It	will	 thereby	support	 the	stock	
market	 values	 of	 companies.	 This	 in	 itself	 will	 help	 pension	 funds	 in	 their	
performance.	Banks	will	be	better	off	as	 there	will	be	a	 lower	 level	of	doubtful	
debtors,	both	among	its	retail	customers	and	among	its	corporate	clients.		
	
A	 main	 difference	 with	 the	 currently	 approved	 programs	 is	 that	 such	 Tessa	




No	one	 is	 forced	 to	participate.	However	 the	proceeds	will	 help	households	 to	
spend	more.	 Helping	 grown	 up	 children	 in	 meeting	 their	 financial	 obligations	
will	 be	 one	 effect	 of	 the	 Tessa	 System.	 This	 will	 reduce	 the	 occurrence	 of	











lower	 provisions	 for	 doubtful	 debtors.	 It	will	 furthermore	 help	 the	 real	 estate	




Finally	 the	U.S.	 government	will	 benefit,	 as	 its	 tax	 receipts	will	 increase.	More	
stimuli	 with	 the	 help	 of	 the	 Tessa	 System	 will	 reduce	 the	 need	 for	 financing	





on	 a	 temporary	 basis	 and	 re-save	 again	 after	 a	 grace	 period.	 The	 best	 system	
facilitator	is	likely	to	be	the	Federal	Reserve.	It	can	create	the	temporary	funding	
at	 no	 cost	 to	 itself	 and	 therefore	 it	 can	 accept	 a	 0%	 interest	 on	 its	 facilities	 to	
individual	households.	 	What	is	also	important	is	that	a	Tessa	system	combines	







































Federal	 Reserve	 Bank	 of	 St.	 Louis;	 Households,	 Owner’s	 Equity	 in	 Real	














and	 Liquidity	 Programs	 and	 the	 Balance	 Sheet;	
https://fred.stlouisfed.org/series/GDP/	
	









U.S.	 Census	 Bureau;	 Maryland,	 U.S;	 U.S	 Median	 Household	 Income	 2018-
2019;		
https://www.census.gov/library/stories/2019/09/us-median-household-
income-up-in-2018-from-2017.html	
	
	
	
	
	
	
	
	
	
	
